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FREE TRADE AGREEMENT

The U.S.-Canada
Free Trade Agreement
W hat it is and its im plications for Montana
By Larry D. Swanson
Larry Swanson is director of economic
analysis, Bureau of Business and Economic
Research, University of Montana, Missoula.

Many trade experts expect trade between the United
States and Canada to expand considerably in coming years
as a result of the Free Trade Agreement. Some believe this
increased trade could particularly benefit U.S. border
states and cities. This article briefly discusses major provi
sions of the Agreement and generally assesses what it may
mean for Montana.

L

ast year, the
largest multi
national “
freetrade”region
in the world (as
measured geographically)
was created when the
Free Trade Agreement
between the United
States and Canada went
into effect. The Agree
ment builds upon the
most extensive trade rela
tionship between two na
tions in the world.
Two-way goods and ser
vices trade between the
United States and
Canada was valued at
about $190 billion in
1988. During 1989, in the
trade agreement’
s first
year, trade between the
two countries grew to
over $205 billion and is
expected to grow again
this year?

2

The Agreement (or
FTA) was “
fathered”by
Canadian Prime Minister
Mulroney and President
Reagan through several
years o f formal and infor
mal negotiations before
being ratified by the
Canadian Parliament and
U.S. Congress in 1988. In
proposing it to Congress,
President Reagan hailed
the Agreement as the
sort o f “
market-opening
steps the entire world
should be pursuing.”1
Most industry and con
sumer groups favored it.
However, the proposal
was given mixed reviews
by representatives of
some U.S. industries,
who saw little to be
gained by freer access to
a relatively small Cana
dian market and much to
be lost by giving com-
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The United States' Biggest Trading Partners
Billiots
o f dollars

Value o f Goods TVade in 1989

The United S ta tes is the
w o rld 's la r g e st tr a d e r a n d
C a n a d a is its b ig g e s t
tra d in g partner. Last year,
U .S.-C anada g o o d s tra d e
to ta le d $167 billion, 20
p e rcen t m ore than U.S.
tr a d e with Ja pa n . U.S.C a n a d a tr a d e in serv ices
a d d e d a n o th er $37 billion
to this tr a d e relationship.

Source: International Trade Administration, U.S. Dept of Commerce (figures include end use trade in products and
commodities only, not services trade).

peting Canadian firms
freer access to a much
larger U.S. market.
In Congress, represen
tatives of several western
states were particularly
reluctant to endorse the
Agreement. One o f M on
tana’
s representatives
described it as an
“
economic suicide pact”
for states and regions of
the United States heavily
dependent upon resource
industries such as
agriculture, energy, and
forest products.2
Despite having the
potential to either
enhance or devastate a
region’
s economy,
depending upon one’
s
perspective, surveys in
dicate a remarkable lack
o f knowledge o f the

sometimes called, are be
ing removed in three
phases. Tariffs on pro
duct categories where
both nations were anx
ious to expand trade,
and few conflicts were
anticipated by doing so,
were eliminated im
mediately last year.
These include products
such as computers and
telephones, vending
machines, furs and fur
garments, rawhides and
erhaps the most
leather, unprocessed fish,
publicized and
generally understood eleand whiskey and rum.
Tariffs are being re
ment o f the Free Trade
moved over a five-year
Agreement is its provi
period for another set of
sions for the eventual
products including cer
elimination o f tariffs
tain auto parts,
affecting U.S. and Cana
chemicals, explosives, fur
dian trade. These tariffs,
niture, most machines,
or import duties and
paper, petroleum,
charges as they are

Agreement by American
business people, par
ticularly those with small
businesses. In part this
may reflect the complexi
ty o f the Agreement,
probably the most com 
prehensive trade pact
ever entered into by two
nations.

Elimination of
Tariffs

P
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precious jewelry, printed
materials, and certain
types o f meat. Tariffs on
some products, where ad
justments to a freer trade
environment may be dif
ficult for affected U.S.
and Canadian industries,
businesses, and workers,
are being phased out
more slowly. These in
clude beef and most farm
and fish products, most
wood products, consumer
appliances, plastics, preci
sion instruments, base
metal products, tires, tex
tiles and apparel, watch
es, and other distilled
spirits.
The Agreement also
permits U.S. and Cana
dian trade representatives
to accelerate these
schedules for tariff

3

FREE TRADE AGREEMENT
U.S. Goods Trade with Canada
Billions of 1988
U.S. Dollars

During the last decade, trade between the United States and Canada
steadily grew, increasing by 48 percent since 1982. The greatest trade
has been in automotive and industrial products and materials. U.S.
imports from Canada exceed its Canadian exports and this trade deficit
increased significantly in the mid-1980s.
A strong U.S. dollar during this period increased the cost o f U.S.
g o o d s relative to those o f other trading nations and contributed heavily
to this trade imbalance. However, the U.S. dollar has dedined from
its 1985 high and the Canadian dollar has been increasing in value,
rising 20 percent against the U.S. dollar since 1986.
Relative currency values am ong major trading nations are govern
ed by a system o f free floating exchange rates. This system w as unaf
fected by the Free Trade Agreement.

U.S.-Canada Currency Exchange Rate,
1982-89
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removal. Under this pro
vision, tariffs are now be
ing removed for goods
including phar
maceuticals, telecom
munication equipment,
and scientific in
struments.*
FTA tariff relief is ex
plicitly limited to goods
largely manufactured in
the United States and
Canada. According to
the Agreement’
s “Rules
o f Origin,”goods wholly
produced in either coun
try explicitly qualify for
FTA coverage. G oods
partly manufactured with
third-country com 
ponents must be
significantly transformed
by U.S. or Canadian
manufacturers in order
to qualify. G oods also
must be shipped directly
from the United States
to Canada (and vice ver
sa) in order to qualify for
FTA tariff treatment.
Prior to the Agree
ment, about 70 to 80
percent o f U.S.- Canada
goods trade was already
tariff-free. However, trade
has been significantly im
pacted for product
categories where tariffs
did exist and Canadian
tariff rates were roughly
twice as high as U.S.
rates. Canada has been
steadily reducing tariff
rates on most imports for
years. Canadian tariff
collections on U.S. im
ports amounted to about
4.5 percent o f the value
o f these imports in 1987,
compared with about 14
percent in 1960. In con
trast, U.S. tariffs on

Canadian goods in 1987
were 2.8 percent o f their
total value.3 By 1998,
these tariff charges on
trade between the two
nations will be almost
completely removed. The
United States also is cut
ting its custom user fee
rate on goods brought
into the United States
from Canada, and these
will be totally eliminated
by January 1, 1994.
The Canadian govern
ment continues to im
pose its Manufacturers’
Sales Tax. A value tax of
13.5 percent is assessed
on domestic goods at the
manufacturing stage of
production and on im
ported goods by Cana
dian customs based upon
the value o f imported
goods plus their assessed
tariff. However, the
Canadian government
has plans to replace this
tax with a much broader
tax on both goods and
services in the coming
year. With the broader
base, it expects to be
able to meet revenue
needs at a tax rate of 7
percent.*

Reduction of
"Non-tariff
Barriers"

ritics o f free trade,
at least as this
term is used to mean th
absence o f tariffs, have
often contended that
removing tariffs may of
fer the illusion o f “
free”
trade, but not necessarily
the reality o f “
fair”trade.

C
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This stems from the
potential presence o f
many institutional
measures other than
tariffs that alter the com 
petitive standing o f pro
ducers in different
countries, thereby
distorting comparative
advantages in trade.
These are commonly
referred to as “non-tariff
barriers”and include
quantity restrictions such
as product embargoes
and quotas, traderestricting product stan
dards, restrictive customs
procedures, discrimi
natory government
regulations, direct and
indirect government sub
sidies that distort true
production costs from
one country to the next,
and a variety o f other
measures.
The Free Trade Agree
ment attempts to address
these types o f non-tariff
trade barriers in a
number o f ways. First,
just as remaining tariffs
are being eventually
eliminated, so too are
most quantitative restric
tions affecting U.S.Canada trade (including
Canadian embargoes on
imports of used aircraft
and older, used auto
mobiles). The two coun
tries even exempted each
other from their meat
import quota systems,
which both regularly use
to limit meat imports.
Second, steps are being
taken to harmonize the
myriad of technical stan
dards on products and
materials imposed by

government agencies and
certification bodies in
both countries to reduce
their effect on the flow
o f trade. Testing facilities
and certification bodies
in both countries that set
and enforce these types
o f technical standards
also are to be treated in
a nondiscriminatory
manner. This task is for
midable. In the United
States alone, 54 different
federal agencies and all
o f the states are em
powered to set product
standards and there are
about 270 private
standard-setting organiza
tions assisting in this.*
Third, a number of
binational panels com 
posed o f experts from
both countries have been
created and charged with
examining government
subsidies received by
various industries in both
countries. Under the
Agreement, both govern
ments are committed to
reducing such subsidies
where they are found to
be particularly uneven
and capable o f causing
large distortions. At the
same time, Canada and
the United States have
retained authority to
apply “antidumping”and
“countervailing”duty
measures to offset sub
sidy differences until they
are otherwise resolved.
The Agreement also
creates the Canada-U.S.
Trade Commission com 
posed o f cabinet-level
representatives o f both
governments. The C om 
mission is empowered to
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resolve most future trade
disputes between the two
nations.

covered by these FTA
provisions, including
wholesale and retail ser
vices, building and con
struction contractors,
and a broad array of
business and professional
services. Various commit
hile addressing
tees are now working to
these types of
develop mutuallynon-tariff trade barriers
acceptable and uniform
in innovative ways, FTA
certification and licensing
provisions for freer trade
standards for many types
extend beyond the more
o f professionals that will
traditional products and
permit them to practice
commodities trade into
on both sides o f the
services trade. The ser
border.
vices sector accounts for
Special, streamlined
about half o f U.S. gross
border-crossing measures
national product and is
for Canadian and U.S.
one o f the fastest grow
business persons also
ing sectors in both the
were instituted under the
U.S. and Canadian
Agreement. These are
economies. Total U.S.meant to facilitate tem
Canada services trade
porary entry into a coun
valued about $37 billion
try without undue delays
in 1989*
that impair the conduct
While both nations
o f trade. This ability to
maintained relatively
more freely service clients
open markets for services
or customers across
trade in the past, the
borders will also assist
Agreement assures that
U.S. and Canadian
these markets remain
retailers in after-sale pro
open. Future laws and
duct servicing. In the
regulations enacted by
past, U.S. retailers o f
national governments in
large appliances and
both countries must now
equipment haven’
t been
treat U.S. and Canadian
able to freely send service
service providers the
personnel across the
same (referred to as “na
border when repairs are
tional treatment”
). Ser
needed by Canadian
vice providers from both
customers.
nations also are assured
the right to sell across
borders and, when a
greater presence is prefer
red in one or the other
any o f the same
country, the right of
opportunities for
local establishment in
freer trade provided to
that country.
service providers also are
Over 150 individual
extended to U.S. and
service categories are
Canadian investors.

Provisions for
Services Trade

W

Investment
Provisions

M

5

FREE TRADE AGREEMENT

“The Free Trade
Agreement
encourages the
freest possible
energy trade
between the
United States and
Canada and
prohibits most
restrictions on
energy imports
and exports. . IS

6

More than 30 percent of
U.S. foreign direct in
vestment is invested in
Canada, totaling about
$61 billion. Also, Cana
dian subsidiaries o f U.S.based multi-national cor
porations account for
over 40 percent of
Canada’
s total manufac
turing sector, dominating
Canadian auto, oil and
gas, and mining in
dustries. Canadian in
vestors are the third
largest source o f direct
foreign investment in the
United States, with in
vestments totaling $27
billion. Canadian-based
multinationals also are
increasing their presence
in the U.S. economy.*
In negotiating the
Agreement, both coun
tries agreed to provide
each other’
s investors
equal treatment with
respect to the acquisition
or establishment o f new
businesses in either coun
try and in the operation
o f those businesses after
their establishment.
While the United States
has always been relative
ly open to foreign invest
ment, Canada has shown
some resistance to it.
The Canadian Parlia
ment enacted legislation
in 1974 to more closely

monitor, review and
potentially limit foreign
investment activity (the
Foreign Investment
Review Act). However,
this act was repealed in
1985 and replaced with
legislation much more
open to foreign invest
ment (the Investment
Canada Act).
The Free Trade Agree
ment freezes in place this
more liberalized foreign
investment climate in
Canada and bars most
new measures that could
adversely affect U.S. in
vestments in Canada.
Each country is pro
hibited from adopting
policies requiring
minimum levels o f equity
holdings by their na
tionals in firms con
trolled by investors from
the other country. Fur
thermore, neither nation
can prohibit the other
country’
s investors from
transferring profits or
other investment earn
ings out o f the country.
Investing in and oper
ating financial institu
tions such as banks, trust
and loan companies, and
savings and loan institu
tions also is significantly
liberalized under the
Agreement. Canadian
subsidiaries o f U.S.
banks are now exempt
from current restrictions
on market share, asset
growth, and capital ex
pansion in Canada, just
as are U.S. subsidiaries
o f Canadian banks.

Government
Procurements

A

common practice
by both the U.S.
and Canadian govern
ments in the past was
the use o f “Buy
American”and “Buy
Canadian”preferences in
federal government pro
curements. These
measures favored
domestic firms over
foreign firms in supplying
goods procured from
private vendors. This
preferential treatment is
being eliminated on in
dividual procurements of
$171,000 and more under
other trade measures.
FTA provisions lower
this threshold level even
further and require open
competition between
Canadian and U.S. sup
pliers on federal procure
ment orders valued as
low as $25,000.
These provisions for
freer and fairer competi
tion between U.S. and
Canadian firms in each
nation’
s procurements
apply only to goods, not
services, and cover only
procurements by national
governments, not those
by provincial, state, and
local governments. An
estimated $500 million in
Canadian procurements
and $3 billion in U.S.
procurements are af
fected.*
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Special
Provisions for
Energy and
Agriculture

T

he United States is
the largest user of
energy in the world.
Although a major energy
producer itself, the
United States imports
considerable energy in
various forms from
around the world. In
fact, last year the United
States imported 46 per
cent of the oil it con
sumed, slightly less than
the record o f 48 percent
in 1977. Canada is by far
the United States’largest
energy supplier. It sup
plies more crude oil and
petroleum products to
the U.S. than any other
country, including Saudi
Arabia, and supplies the
United States with vir
tually all its natural gas
and electricity imports.
Canada is also the
largest export market for
American coal. Twoway energy trade bet
ween the United States
and Canada is valued at
over $10 billion annually.
The Free Trade Agree
ment encourages the
freest possible energy
trade between the United
States and Canada and
prohibits most restric
tions on energy imports
and exports between the
two nations. This pro
vides U.S. energy users
more secure access to the
vast energy resources of

Canada, and Canadian
energy producers more
secure access to U.S.
energy markets. Cana
dian hydro-electric
utilities in western
Canada are interested in
providing more electricity
to growing markets in
California. The Agree
ment eliminates any
discriminatory treatment
for these Canadian
utilities in gaining access
to the Bonneville Power
Administration’
s intertie
with the California elec
tricity market.
The United States is
the top exporter o f
agricultural products in
the world, with over $40
billion in agricultural ex
ports in 1988. A bout 10
percent o f these exports
go to Canada. At the
same time, Canadian
agricultural exports total
about $9 billion, with
about one-third o f these
going to U.S. markets.4
The United States and
Canada are major com 
petitors in supplying
other foreign markets
around the world, par
ticularly world grain
markets.
Historically, controver
sial issues in agricultural
trade have posed major
stumbling blocks in
government efforts to
liberalize trade. Many of
these issues were sidestep
ped or postponed by
Canadian and U.S. trade
representatives in
negotiating the Free
Trade Agreement.
However, the Agreement
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has several provisions
specifically directed at
agriculture. First, just as
in other areas o f trade,
the Agreement eliminates
all tariffs on agricultural
products, but ordinarily
does so according to tenyear schedules allowing
adjustments by agri
cultural producers. Sec
ond, the countries agreed
to not use governmentfinanced export subsidies
for agricultural goods
shipped directly or in
directly to either coun
try. Canada also agreed
to exclude agricultural
goods, destined for U.S.
markets and shipped via
West Coast ports, from
receiving special, reduced
transport rates under its
Western Grain Transpor
tation Act.
Third, Canada agreed
to eliminate its import
licenses for U.S. wheat,
barley, oats and related
products as soon as
various government sub
sidy support levels in the
United States and
Canada are equivalent.
Canada’
s licensing re
quirement for oats and
oat products from the
United States has been
removed. Special studies
o f the broad range of

Canadian and U.S. sub
sidies for agricultural pro
ducers are now underway
to determine the relative
levels o f support each na
tion provides. The two
nations have pledged to
eliminate all subsidies
shown to distort trade.
Finally, as mentioned
previously, the two na
tions have exempted
each other from their
meat import quota
systems and are attempt
ing to harmonize
technical standards and
regulations on food
quality and safety to
facilitate the sale of
agricultural products
across borders.

Overall
Assessm ent

I

n many respects, the
Free Trade Agreement
is o f far greater impor
tance to Canada than it
is to the United States.
With a population o f on
ly about 26 million peo
ple, Canada is the only
major industrialized na
tion in the world
without a domestic
market o f at least 100
million people. The free
trade region created

7
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under the Free Trade
Agreement provides
Canadian producers with
a consumer market of
over 265 million people,
90 percent of whom are
U.S. citizens.
The United States has
the world’
s largest
economy and is the
largest importing nation
in the world. The poten
tial advantages to a
foreign nation in having
relatively free access to
this market are immense.
The Canadian govern
ment estimates that in
creased trade with the
United States resulting
from FTA provisions will
add 120,000 new jobs to
the Canadian economy
and increase the nation’
s
real income 2 to 3 per
cent on a permanent
basis. This is equivalent
to $450 in additional in
come for each Canadian
each year.5
While the United
States is the world’
s
largest trader as
measured by its two-way
trade with other nations,
Canada is actually more
trade-dependent. About
25 percent o f Canada’
s
gross national product is
exported and over 70
percent o f these exports
go to U.S. markets. Only
5 to 7 percent o f U.S.
gross national product is
exported, with 20 percent
o f this going to Cana
dian markets.* This
makes the Canadian
economy particularly
vulnerable in trade
disputes with the United
States, and the Canadian

8

“
Som e argue that this threat to
M ontana’
s traditional econom ic role
w ill actually benefit the state by forcing
it to diversify into areas other than
natural resource industries. .

government particularly
skittish whenever the
U.S. Congress considers
protectionist trade
measures. The Agree
ment addresses these
Canadian concerns.
U.S. goals under the
Agreement are more
multifaceted. While it,
too, wants to increase
trade, securing access to
vast reserves o f energy
and other resources and
providing a stable and
conducive climate for
U.S. investors in Canada
are o f equal importance.
Key members o f the
Reagan Administration
heavily imbued with a
“
free trade”ideology
pushed hard for the
Agreement, as did
representatives o f many
U.S.-based, multi
national corporations
that operate around the
world and are able to do
so much more freely
without national trade
barriers.
Those opposing the
Agreement in Canada
fear even further domina
tion o f Canada’
s
economy by U.S. com 

panies and investors and
further loss o f national
identity and culture. O p
position to the Agree
ment in the United
States stemmed from
perceived adverse impacts
on agricultural producers
and other natural
resource industries.
Historically, natural
resource industries in the
United States have
received varying degrees '
o f government protection
and assistance, both in
servicing U.S. markets
and in supplying foreign
markets. However, this
also has been the case in
Canada and most other
industrialized nations. A
Canadian study found
that industries receiving
the greatest protection in
the United States are
essentially the same in
dustries receiving the
greatest protection in
Canada.6 With this the
case, reducing trade bar
riers between the two
countries may entail less
industry adjustment and
restructuring than an
ticipated, while still offer
ing lower prices to both

U.S. and Canadian con
sumers.
However, whatever ad
justments U.S. natural
resource industries must
make as a result o f in
creased competitive
pressure from Canadian
producers will be further
magnified as ways to
reduce government sub
sidies they now receive
are pursued.
The U.S. industries ex
pected to benefit most
from the Agreement are
largely concentrated
among manufacturers
and service providers.
Firms thought to have
the brightest sales pros
pects in Canada include
manufacturers and
distributors o f computers
and telecommunications
equipment, auto parts
and trucks, aircraft and
related parts, plastics,
construction machinery,
electronic components,
and scientific and
medical instruments.
Considerable expansion
in the U.S. and Cana
dian travel and tourism
industry also is an
ticipated.*

FTA Impact
on Montana

M

ontana’
s long
standing niche in
the U.S. economy is as
producer o f natural
resource-based com
modities and associated
products. Any com
parative advantages the
state may possess in con
tinuing this role are
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clearly diluted by giving
similarly if not superiorly
endowed regions to the
north freer access to
essentially the same
markets now supplied by
Montana producers.
Some argue that this
threat to Montana’
s
traditional economic role
will actually benefit the
state by forcing it to
diversify into areas other
than natural resource in
dustries. A study by the
49th Parallel Institute at
Montana State Universi
ty states: “While natural
resources remain crucial
to the state’
s current
economic fortunes, their
role in future economic
development is doubtful,
unless processing and
other value-added in
dustries locate in M on
tana. Most o f the
benefits of freer trade
with Canada are ex
pected to be concen
trated in these same
areas, manufacturing and
services, and the removal
of trade barriers could
help accelerate M on
tana’
s push for mod
ernity.”
7
Some believe Montana
will benefit from ex
panded U.S.-Canada
trade simply because it is
a border state. Montana
is the only state sharing
a common border with
three Canadian prov
inces: British Columbia,
Alberta, and Sas
katchewan. Economic
and population growth
in Canada has shifted to
these same western prov
inces in recent years.

The elimination o f U.S.
duties on retail pur
chases, fewer restrictions
on services trade and
other commercial activi
ty, and expansion of
tourism in the region un
doubtedly will increase
traffic across the border
in both directions.
However, much o f the
Montana-Canada border
region is sparsely
populated and major
Canadian and Montana
trade centers are
separated by relatively
great distances. Northsouth transportation cor
ridors in the region are
still relatively
underdeveloped. Hence,
it is difficult to predict
what forms transnational
trade activity may take
in Montana as a result of
increased U.S.-Canada
trade overall.
Free trade is a two-way
street; there will be win
ners and losers on both
sides o f the border. For
Montana, gains should
occur in such areas as
retail and services trade,
transportation, tourism,
and certain specialized
areas o f manufacturing.
Som e losses could occur
in the state’
s natural
resource industries, but
how extensive these may
be is anybody’
s guess.
Irrespective o f which
industries gain or lose,
freer trade with Canada
and other nations is a
growing reality. The task
for Montana business
persons and policymakers
at this time is to steadily
grasp the intricacies of
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this evolving trade en
vironment and to devise
and adopt creative
strategies for pursuing
the opportunities it
presents.
□
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D.C., and various articles from the
ITA publication, Business in
America.

For more information on
the Free Trade Agreement
and trading with Canada
in general, contact trade
specialists with the Office
of Canada, International
Trade Administration, U.S.
Department of Commerce
[(202) 377-3101]. The
International Trade
Administration also has
district and branch offices
throughout the country.
Steve Thompson is an ITA
trade specialist in Boise
assigned to Montana and
Idaho [(208) 334-3857].

E xisting trade between M ontana and Canada
totals about $700 to $800 m illion a year. The
value o f M ontana’
s exports from Canada
exceed the value o f its exports by alm ost six
times. Nearly 80 percent o f M ontana’
s im ports
are crude o il and other energy com m odities
and these im ports largely account' for
M ontana’
s trade deficit with Canada.
M ontana’
s principal exports to Canada are
metal and nonmetal m inerals chem icals
w ood m aterials and products, agricultural
products, and various types o f agricultural
and industrial machinery and equipment.
However, M ontana’
s im ports from Canada
exceed its exports in virtually every general
product category.

,

,

,
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Recent Goods Trade Between Montana and Canada
M ontana E x p orts to Canada

Tbous. of
Canadian Dollars

Agriculture & Food Materials A Products
Live Animals
Animals Feeds A Fodder
Oil Seeds, Oil Nats, A Oil Kernels
Crude Veg. Products, Oils ,A Fats
Fabrics A Textile Fabricated Materials
Fur Skins, undressed
Food Products

1988
$4,210
653
978
1,285
23
1,431
848

1989
$4,940
2,382
1,354
2,357
53
1,033
1,593

Wood Materials A Products
Lumber
Plywood A Wood Fabricated Materials
Other Wood Materials
Paper and Papeiboard

$5,126
2,375
1,186
7,728

$5,107
2,890
1,358
9,043

$3,093
24,268
1,383

$2,502
30,071
2,154

$5,261
2,070
625
13,900

$7,290
2,505
340
16,574

$5,726
7,280
1,122
8,929

$6,266
7,372
1,218
6,939

Industrial Machinery & Equipment
Construction A Excavation Equipment
Other Industrial Machinery A Acessorics
Agricultural Machinery A Equipment

$2,770
3,160
4,857

$2,364
2,794
7,288

Motor Vehicles A Other TranspL KqulpmL
Automobiles, Trucks, A Chassis
Other Motor Vehicles, Engines, A Parts
Other Transportation Equipment

$1,191
2,160
702

Other Equipment A Instruments
Telecommunication Equipment, Appliances,
Instruments, Computers, etc.

MtUl Materials ft Products
Scrap Iron and Steel
Other Metals in Ores, Cone. A Scrap
Other Metal Materials A Products
Nonmctal Mineral Materials A Products
Phosphate Rock
Petro. Products, Oils, A Greases
Clay, Glass, A Abrasive Basic Products
Other Nonmetal Mineral Products

M ontana Im p orts fr o m C anada

Thous. of
Canadian Dollars

Live Animals
Animal Feeds A Fodder
Sowing Seeds
Oil Seeds, Oil Nuts, A Oil Kernels
Other Ag. Materials A Products
Food Products A Beverages

1988
$3,045
5,471
2,039
724
902
1,200

Wood Materials A Products
Lumber
Fabricated A Unfabricated Wood Materials
Newsprint A Other Paper
Iron and Steel Materials
Metals in Ores, Cone.,A Scrap
Other Metal Materials A Products
Crude Petroleum
Natural Gas
Sulfur
Petroleum Products
Other Nonmetal Mineral Products

1989
$2,972
5,396
4,800
2,466
817
1,862

$75,938 $61,858
2,505
2,895
7,120
6,048
$2,602
1,504
1,037

$2,013
3,356
2,235

$444,902 $557,740
13,958 17,133
6,070
6,451
71,814 62,808
2,604
2,731

Chemical Materials A Products
Inorganic Chemicals
Organic Chemicals
Fertilizer A Fertilizer Materials
Other Chemical Products

$7,628
7,928
18,441
2,618

$7,019
12,884
17,886
1,877

Indastrial Machinery ft Kaulpmcai
Construction Equipment
Drilling, Excavating, A Mining Machines
Woodworking Machinery
Other Industrial Machinery A Accesessories
Agricultural Machinery A Equipment

$1,951
5,590
1,680
2,135
11,385

$1,979
4,663
1,971
2,372
17,575

$ 300
1,471
1,283

Motor Vehicles A Other TranspL EonlDml
Automobiles, Trucks, A Chassis
Other Motor Vehicles, Engines, A Parts
Other Transportation Equipment

$5,038
4,703
258

$1,953
4,345
235

$3,714

$1,823

$2,971

$4,660

Consumer Products
Apparel, Jewelry, Sporting Goods, Household
Items, etc.

Other Equipment ft Im Irameals
Telecommunication Equipment, Appliances,
Instruments, Office Machines, etc.

$1,912

$1,950

Cgm antr Products
Apparel, Personal A Household Items, etc.

$2,407

$1,294

Miscellaneous
Office Supplies, Photographic Supplies,
Containers, Special Trade Transactions, etc.

$8,338

$9,381

Prefab. Buildings, Containers, Electricity,
Special Trade Transactions, etc.

$6,699

$7,117

Chemical Materials A Products
Inorganic Chemicals
Organic Chemicals
Fertilizer and Fertilizer Materials
Other Chemical Products

TOTA L EXPORTS ($ Canadian)
Average Annual Exchange Rate
(Canadian $ converted to U.S. $)
TOTA L EXPORTS ($ US.)

$128,433 $144,179
.8125

TO TA L IM PORTS ($ Canadian)

.8445

Average Annual Exchange Rate
(Canadian $ converted lo U.S. $)

$104,352 $121,759

TO TA L IM POR TS ($ US.)

$724,056 $831,411
.8125

.8445

$588,296 $702,127

Source: Statistics Canada (Ottawa), International Monetary Fund, and Bureau of Business and Economic Research, University of Montana.
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Local Area Profiles
of Montana's
Forest Products Industry
By Charles E. Keegan III
and Daniel P. W ichman
•the volume o f timber received from
geographic and ownership sources;
»he Bureau o f Business and
•
the species o f timber received;
Economic Research, in
•
the volume, type, sales value, and
cooperation with the Montana
market location o f finished products
W ood Products Association and
the USDA Forest Service, has developed aproduced from that timber;
•the utilization and marketing of
comprehensive system to monitor and
manufacturing residue;
analyze Montana’
s forest products industry.
•plant production equipment; and the
The system is based on annual and
beginning and ending inventory levels
quarterly surveys o f the industry’
s major
for raw materials and finished products.
producers and a complete census o f primary
Other data sources used include: The
wood processors scheduled for every five to
Directory o f the Forest Products Industry
seven years.
published by Miller Freeman Publications of
The census is a cooperative effort
San Francisco, California, the Statistical
involving the Bureau o f Business and
Yearbook o f the Western Lumber Industry
Economic Research at the University of
published by the Western W ood Products
Montana and the Intermountain Research
Association o f Portland, Oregon and the
Station o f the U SDA Forest Service. The
American Plywood Association o f Tacoma,
surveys are done in cooperation with the
Washington.
Montana W ood Products Association.
This article includes a brief description of
The census and surveys, combined with
the industry statewide and profiles o f the
standard data available from government
primary forest products industry for local
agencies and trade associations, provide a
areas within Montana. The local area
detailed picture o f the industry’
s structure,
profile is by county or county group for
the kinds o f products produced, the timber
seventeen western and southwestern
used to produce them, and associated
Montana counties. For the industry in the
employment and payrolls.
seven western counties where the majority is
Specific information developed from the
located, the industry is described at the
Bureau’
s forest industry system is listed
county level whenever possible without
below:
revealing proprietary data. The industry in
•the numbers and types o f timber
southwestern
Montana is discussed together.
processors;
These seventeen counties include over 90
•plant production capacity;
percent o f the timber industry in the state.
•employment;
This report includes a discussion o f the
•major expenditures by the industry;

T
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Counties Most
Economically Dependent
Upon the Wood and
Paper Products Industry
Industry Share of
Local Economic Base
—More than 30% J
- 20 to 30%
H
-10 to 20%
- 5 to 10%

H
Si

Based upon 1987 data.
Source: U.S. Department of Commerce, Bureau of Economic Analysis; and University of Montana, Bureau of Business and Economic
Research.
Note: Includes industries largely basic to the state and not more locally basic sectors such as state government and regional trade center
activities.

output and sales value, timber utilized,
employment, and major expenditures by the
industry. More detailed information,
including historic information, is available
from the Bureau o f Business and Economic
Research on request. A major report on the
forest products industry with considerably
more detail will be available in October of
1990.

The $898 million o f primary wood and
paper products produced in Montana in
1988 is down slightly from the 1987 record
level o f $960 million (in 1988 dollars). The
decline was due to strikes that affected 20
percent o f M ontana’
s sawmill capacity and
half o f its plywood capacity for at least part
o f three months in 1988. The various
components o f the primary w ood and paper
products industry are as follows:
Sawmills. Plants producing lumber and
other sawn products accounted for the
largest share of sales in M ontana’
s forest
products industry. Out o f the $898 million
he forest products industry is
in total 1988 sales, sawmills generated $385
M ontana’
s largest manufacturing
activity, with $898 million in sales in 1988. million or 43 percent. The 1988 lumber
production o f 1,558 million board feet
There currently are 150 to 200 primary
represents the third highest annual lumber
forest products plants in the state, which
production level in the state’
s history, in
produce a wide variety o f products
spite o f the strikes. M ontana’
s production
including:
represents approximately 4 percent o f the
• lumber and sawn products,
U.S. output o f softwood lumber.
• plywood,
W ood Residue Products. These are
• pulp and paper,
products based primarily on wood residue
• particleboard and fiberboard,
from sawmills and plywood plants. Residue• house logs,
related products originate primarily in three
• utility poles, posts, small poles and tree
plants in Montana: a Kraft pulp and paper
props,
mill producing linerboard, a particleboard
•cedar products,
plant, and a fiberboard plant. Electricity is
• electricity and fuel pellets, and
also generated using wood residue, and some
• wood by-products such as tall oils and
fuel products are produced. These residueturpentine.

The State's Forest
Products Industry

T
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related products accounted for approximately
$364 million in sales, or about 41 percent of
the 1988 total for all primary wood and
paper products.
Plywood. The plywood industry had
sales of $106 million in 1988, 12 percent of
the total sales o f M ontana’
s forest products
industry. Plywood production in 1988 was
612 million square feet, 3/8-inch basis,
approximately 2 percent o f the U.S.
production o f structural panels. Due
primarily to strikes, this is down
substantially from the 715 million square feet
produced in 1987.
Other manufacturers. Manufacturers
that produced a variety o f products such as
house logs, cedar products, utility poles, and
small roundwood products accounted for 4
percent o f the total sales in 1988, or an
estimated $40 million.
Timber Utilization. The industry
statewide processed approximately 1.2 billion
board feet Scribner o f timber in 1988,
utilizing approximately 79 percent o f its
capacity. The ownership source o f that
timber was 56 percent private and tribal
lands, 40 percent national forest lands, 4
percent state and other public lands.
Expenditures. The industry’
s two largest
expenditures are for timber and workers. In
1988, expenditures on these two items
totaled an estimated $495 million. These
amounted to $270 million on payroll and
other labor-related expenditures to the
approximately 11,000 workers directly
employed in the forest products industry,
and $225 million on timber and other wood
fiber. The expenditures on w ood fiber are
exclusive o f labor income to workers in
logging. Income to workers in logging is
included in the $270 million expenditure to
workers.
Other major expenditures in 1988
included approximately $40 million on
energy, primarily electricity, $20 million on
business services and insurance, and $10
million on property taxes, not including
taxes on timberlands. The remaining sales
covered other expenses, debt service, capital
allowance, and return on investment.
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The Forest Products
Industry in
Lincoln County

L

incoln County in 1988 had the largest
timber harvest in the state, 324 MMBF
Scribner, and ranked second behind
Flathead County in volume o f timber
processed at 241 MMBF.
A n estimated thirteen primary wood
processing facilities operate in Lincoln
County, with the industry dominated by
sawmills and one plywood plant. Other
facilities include two house log
manufacturers, one planing mill, and two
cedar products plants. There is also an
electric power plant fueled by wood residue.
Sales and Output: 1988 sales value of
lumber and other outputs o f the primary
wood products in Lincoln County f.o.b. the
mills was an estimated $100 million. In 1988,
lumber production was 331 million board
feet lumber tally, 21 percent o f M ontana’
s
production. Plywood capacity in Lincoln
County in recent years has been
approximately 80 million square feet,
3/8'inch basis.
Timber Utilization: Sawmills and the
plywood plant processed 99 percent o f the
241 MMBF o f timber processed in Lincoln
County. Producers o f log homes, posts, rails,
tree props, and cedar shakes, shingles and
split rail fences processed the remaining, 1
percent. Sawmills, and the plywood plant
utilized 79 percent o f their capacity to
process timber in that year. Capacity
utilization was affected by strikes in the
summer o f 1988.
The majority o f timber processed in the
county came from private lands, 53 percent
o f total purchases. The national forests
supplied 46 percent o f that timber with
State o f Montana Lands supplying 1
percent.
Expenditures: In Lincoln County, the
industry’
s two largest expenditures are on
timber and workers. In 1988, the forest
products industry expended $66 million on
these two categories. These amounted to $38
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LOCAL AREA PROFILES
million on payroll and other labor-related
expenditures to the approximately 1,600
workers in the industry in Lincoln County.
Mills spent $28 million on timber delivered
to mills. Income to workers in logging is
included in the $38 million dollar
expenditure to workers and not in the
expenditure for timber. There is considerable
flow o f timber and commuting o f workers,
especially in logging, among counties. The
reported employment and income do not
therefore correspond exactly to the timber
processed in individual counties. More exact
detail associating timber from specific
geographic areas and ownerships with,
employment, labor income, and major
expenditures may be available through the
Bureau of Business and Economic Research.
Other major expenditures in 1988 included
$2.3 million on energy, primarily electricity,
$2.3 million on business services and

insurance, and $600 thousand on property
taxes, not including taxes on timberlands.
The remaining $24 million dollars in sales
covered other expenses, debt service, capital
expenditures, and return on investment.

The Forest Products
Industry in
Flathead County

F

lathead C ounty’
s twenty-four wood
products producers led the state in
timber processed with 306 million board feet
Scribner, o f timber, and lumber output with
345 million board feet, lumber tally in 1988.
The twenty-four primary wood processing
facilities in Flathead County included twelve
active sawmills, two plywood plants, a
medium density fiberboard plant, three log

The W ood Products Industry:
An Integral Part of Regional Economies
The wood products
industry is an integral part
of the regional economies
in which they are situated.
An understanding of the
local economic
characteristics help to put
the industry into
perspective. A complete
analysis of the role of the
wood products industry in
the regional economies is
beyond the scope of this
article. But, statistics for
important indicators and a
summary o f local economic
conditions are presented in
order to provide a brief
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introduction to the local
economies.
Population and nonfarm
labor income provide two
indicators of local economic
conditions, and figures for
each county and multi
county region are presented
in table 1. Underneath it
all, an economy does
consist of people, and the
population o f an area
provides a rough
approximation of the size of
the local economy.
Population, however, tends
to be a lagging economic
indicator, usually reaching

its peak well after other
economic indicators have
already turned downward.
Nonfarm labor income
consists o f wages and
salaries, proprietors’
income, and other labor
income of all working
persons. It does not include
transfer payments,
dividends, interest and
rents, and other nonlabor
income. Changes in
nonfarm labor income, after
correcting for inflation,
provide a very sensitive
measure o f local economic
conditions.
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home producers, five post and pole plants,
and a utility pole plant.
Sales and Output: Sales value o f lumber
and other manufactured primary wood
products in Flathead County in 1988 was an
estimated $170 million. Lumber is the major
wood product in Flathead County, and 1988
production was 345 million board feet
lumber tally. This amounted to 22 percent
of M ontana’
s lumber production. Plywood
production in Flathead County in recent
years has been approximately 310 million
square feet, 3/8-inch basis. Other products
produced in Flathead County include
medium-density fiberboard, utility poles,
house logs and log homes, posts, rails, and
tree props.
Timber Utilization: Sawmills and the
plywood plant processed 99 percent o f the
306 MMBF o f timber processed in Flathead
County, with producers o f log homes, posts,

Lincoln County is a
sparsely populated region
with less than 20,000
residents, or about 2.3
percent of the statewide
total. Lincoln County has
outperformed Montana in
terms of recent economic
trends; its population
increased faster, and
nonfarm labor income did
not decline as much as the
statewide figures.
Flathead County had a
1987 population of about
58,000 persons and is one
of the metropolitan
counties in the state. It also
serves as a regional trade
center, with local
merchants serving
surrounding rural areas in
Lincoln, Lake

rails, and tree props, processing 1 percent.
Sawmills and plywood plants in the county
utilized 85 percent o f their capacity to
process timber in 1988. The medium density
fiberboard plant operates entirely on mill
residue. The industry in Flathead County
received 49 percent o f its timber from
private and tribal lands, with the remainder
consisting o f 47 percent national forests, and
4 percent state timberlands.
Expenditures: In 1988, the forest products
industry in Flathead County spent
approximately $97 million on timber and
workers. These amounted to $57 million on
payroll and other labor-related expenditures
to the more than 2,100 workers in the
industry including the self-employed, and
$40 million on timber and mill residue
delivered to mills exclusive o f income to
workers in logging, which is included in the
$57 million in labor income.

and Sanders counties. The
11.5 percent and 1.0
percent growth rates for
population and nonfarm
labor income made
Flathead County one of the
fastest growing areas in
Montana.
Lake, Mineral, and
Sanders counties had a
combined population of
about 33,200 in 1987. Lake
County was the largest
(21,000 residents), followed
by Sanders County (8,700
residents), and Mineral
County (3,500 residents).
These three counties
experienced very different
economic trends between
1980 and 1987: the
population of Lake County
rose 9.9 percent and

nonfarm labor income rose
18.7 percent, making it one
of the fastest growing
counties in the state.
Sanders and Mineral
counties, on the other
hand, experienced
significant declines, or
stability at best, in
population and nonfarm
labor income.
Missoula County is one
of the three major urban
areas in the state, with a
1987 population of 78,300.
It serves as the dominant
trade, service, and medical
center for western
Montana. Between 1980
and 1987, Missoula
C ounty’
s economy

(continued on next page)
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Other major expenditures in 1988
included $6.2 million on energy, primarily
electricity, $3 million on business services
and insurance, and $1.5 million on property
taxes not including taxes on timberland.
These expenditures totaled about $108
million. The remaining $62 million dollars
in sales covered other expenses, debt service,
capital expenditures, and return on
investment.

The Forest Products
Industry in Lake,
Mineral, and
Sanders Counties

L

umber production dominates the
industry in this three-county area. O f
the estimated twenty-five timber processing

performed slightly better
than the statewide average,
its population rose about
3.0 percent, and nonfarm
labor income declined
approximately 5.8 percent.
The population of Ravalli
County was approximately
25,300 in 1987. Between
1980 and 1987, the
population of Ravalli
County rose 12.4 percent
and nonfarm labor income
rose 7.5 percent, making it
one of the fastest growing
counties in Montana.
The ten counties in
southwestern Montana had
a combined population of
139,400 in 1987, accounting
for about 17 percent of the
statewide total. The most
populous was Gallatin

16

facilities operating in Lake, Mineral, and
Sanders Counties, fourteen are sawmills
producing lumber. Other wood products
plants include four log home producers, four
post and pole plants, and one cedar
products plant. There is also a decorative
bark plant in Mineral County and a wood
pellet plant in Lake County.
Sales and Output: Sales value o f lumber
and other manufactured primary wood
products in these counties in 1988 was an
estimated $75 million. In 1988, lumber
production was 231 million board feet
lumber tally. This amounted to 15 percent
o f M ontana’
s production.
Timber Utilization: The industry in these
three counties processed approximately 172
million board feet, Scribner in 1988, with
sawmills receiving nearly 171 MMBF and
other producers just over 1 MMBF. Sawmills
utilized approximately 71 percent o f their

County (48,500) while the
least populated was Granite
County (2,600). Overall
economic performance for
the region was slightly
better than the statewide
average—a 0.4 percent
decline in population and a
4.3 percent decrease in
nonfarm labor income. But
this regionwide figure masks
very different trends in
individual counties.
Gallatin County, for
example, was one o f the
most prosperous in the
state, while Silver Bow and
Deer Lodge counties (the
Butte-Anaconda area)
experienced some of the
greatest declines.
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capacity to process timber. National forest
lands supplied 45 percent o f the timber
processed by the industry in the three
county area, with 51 percent coming from
private and tribal lands and state lands
supplying the remainder.
Expenditures: The two largest expenditures
made by the industry in these three counties
were on timber and workers. In 1988,
expenditures in these two categories totaled
$47 million. Payroll and other labor-related
expenditures were an estimated $27 million
to the 1300 workers employed in the
industry. Mills in the three counties paid
$20 million for timber in 1988, in addition
to income to workers in logging, which is
included in the $27 million expended on
workers. Other major expenditures in 1988
included $1.6 million on energy, primarily
electricity, $1.4 million on business services
and insurance, and $500 thousand on

property taxes, not including taxes on
timberland. These expenditures totaled $51
million. The remaining $24 million dollars
in sales covered other expenses, debt service,
capital expenditures, and return on
investment.

&The Forest Products
Industry in
Missoula County

T

he wood and paper products industry
in Missoula County is the largest and
most diversified in the state. Missoula
County also supports the highest level of
forest and industry employment and labor
income, 3,000 workers, and $95 million in
labor income in 1988. There are an
estimated seventeen primary forest products
facilities in the county. These consist of

Table 1
Population and Nonfarm Labor Incom e for Selected Counties
and Multi-County Areas
1980 and 1987
--------- I Population County/Area

1980

1987

Montana
Lincoln
Flathead
Lake
Mineral
Sanders
TOTAL

786,600
17,800
52,000
19,100
3,700
8,700
31,500
76,000
22,500

809,200
18,900
58,000
21,100
3,500
8,700
33,200
78,300
25,300

Missoula
Ravalli

Percent
Change

2.9
6.2
11.5
9.9
-5.3
0.0

5.4
3.0
12.4

--- Nonfanr i Labor Income--Percent

1987
Change
(Millions of 1987 Dollars)
6,626
6,093
-8.0
129
125
-3.1
452
457
1.1
83
99
19.3
23
21
-8.7
54
40
-26.0
160
160
0.0
746
702
-6.0
100
107
7.0
52
53
1.9
17
14
-17.4
77
56
-27.3
320
366
14.4
11
12
9.1
27
48
77.8
25
27
8.0
102
77
-24.5
42
40
-4.8
341
278
-18.5
1,014
970
-4.3
1980

8,300
1.2
8,200
Beaverhead
3,500
6.1
3,300
Broadwater
10,100
-19.9
12,500
Anaconda-Deer Lodge
48,500
13.0
42,900
Gallatin
-3.7
2,700
2,600
Granite
15.7
8,100
7,000
Jefferson
5,700
5.6
5,400
Madison
-5.4
12,200
12,900
Park
6,900
-1.4
7,000
Powell
35,500
38,100
Butte-Silver Bow
-0.4
139,400
140,000
TOTAL
SOURCE: U.S. Bureau of the Census and U.S. Bureau of Economic Analysis.
NOTE: Details may not sum due to rounding.
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seven sawmills, a pulp and paper mill
producing linerboard, a plywood plant, and
particleboard plant, two log home producers,
three post and pole plants, a cedar products
plant, and a wood pellet plant.
Sales and Output: Sales value o f primary
wood and paper products produced by
Missoula County mills was $419 million. In
1988, lumber production was 142 million
board feet lumber tally. This amounted to 9
percent of Montana production. Plywood
production in recent years has been
approximately 330 million square feet,
3/8-inch basis, approximately half of
M ontana’
s output. Other products produced
in these counties include linerboard,
particleboard, log homes, cedar products,

“. . there is also substantial forest products
activity in southwestern Montana, and it forms
an important part o f the economy o f a number
o f counties in that region ”
posts and rails, and w ood pellets.
Timber Utilization: Sawmills and the
plywood plant processed 93 percent o f the
193 MMBF o f timber processed in Missoula
County, with producers o f pulp and paper,
log homes, posts, rails, tree props, cedar
shakes, shingles, and split rail fences
processing 7 percent. The paper mill and the
particleboard plant are based primarily on
mill residue. The industry in Missoula
County received 78 percent o f its timber
from private and tribal lands, with 15
percent coming from federal lands and 7
percent from state lands.
Sawmills and plywood plants had the
capacity to process 213 million board feet of
timber in 1988 and utilized 86 percent of
this capacity, processing 184 million board
feet o f timber. The capacity utilization was
affected by strikes in the summer o f 1988.
Expenditures: The two largest expenditures
by Missoula County mills are on wood fiber
and workers. In 1988, expenditures on these
two items totaled over $185 million. These
amounted to $95 million on payroll and
other labor-related expenditures to
approximately 3,000 workers including the
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self-employed, and more than $90 million
on timber and mill residue in 1988. The $90
million does not include income to workers
in logging which is included in the $95
million expended on workers.
Other major expenditures in 1988 include
$25 million on energy, primarily electricity,
$10 million on business services and
insurance, and over $6 million on property
taxes, not including taxes on timberland.
The expenditures listed above totaled $226
million. The remaining $193 million in sales
covered other expenses, debt service, capital
expenditures, and return on investment.

The Forest Products
Jr Industry in Ravalli
County

T

he largest component of the forest
products industry in Ravalli County is
sawmills, but the log home industry, which
is concentrated in Ravalli County, is also a
major component. A n estimated twentyseven timber processing facilities operate in
Ravalli County. These consist o f eight
sawmills, thirteen log home plants, five post
and pole plants, and a wood pellet plant.
Sales and Output: Sales value o f lumber,
log homes, and other primary manufactured
wood products produced in Ravalli County
was $39 million in 1988. Lumber production
has been approximately 80 million board
feet lumber tally in recent years. This
amounts to about 5 percent o f Montana
production. Other products produced in this
county include log homes, posts and rails,
and wood pellets.
Timber Utilization: The industry in
Ravalli County processed 65 million board
feet o f timber in 1988. The ownership of
that timber was 70 percent national forest,
22 percent private, and 8 percent state and
other ownerships.
Expenditures: The Ravalli County
industry’
s two largest expenditures are on
timber and workers. In 1988, expenditures
on these two items totaled $26 million.
These amounted to $12 million on payroll
and other labor-related expenditures to the
more than 600 workers including the self-
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employed, and $14 million on timber, not
including income to workers in logging,
which is included in the $12 million
expended on workers. Other major
expenditures in 1988 included approximately
$1 million on energy, primarily electricity, $1
million on business services and insurance,
and $200 thousand on property taxes. The
expenditures listed above totaled $28
million. The remaining $11 million in sales
covered other expenses, debt service, capital
expenditures, and return on investment.

fiT h e Forest Products
*P
Industry in
Southwestern Montana

M

uch o f the attention focused on
M ontana’
s forest products industry
is concentrated on the seven westernmost
counties, where the largest share o f the
state’
s industry is concentrated. However,
there is also substantial forest products
activity in southwestern Montana, and it
forms an important part o f the economy of
a number o f counties in that region.
An estimated thirty-six timber processing
facilities operate in the ten counties
(Beaverhead, Broadwater, Deer Lodge,
Gallatin, Granite, Jefferson, Madison, Park,
Powell, and Silver Bow). These facilities
consist o f seventeen sawmills, eight log
home plants, ten post and pole plants, and
one utility pole facility.
Sales and Output: Sales value o f lumber
and other manufactured primary wood
products in southwestern Montana in 1988
was an estimated $75 million. Lumber is the
major wood product in southwestern
Montana, and output has nearly doubled in
the last decade. In 1988, lumber production
was 344 million board feet lumber tally, 22
percent of Montana production. Other
products produced in southwestern Montana
include log homes, utility poles, posts, corral
poles, and tree props.
The sawmills in southwestern Montana
had the capacity to process 231 million
board feet o f timber in 1988 and utilized
about 82 percent o f this capacity processing
190 million board feet o f timber. The
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industry in this region received
approximately 56 percent o f its timber from
private lands, 41 percent o f its timber from
federal lands, and 3 percent from state
lands.
Expenditures: The industry’
s two largest
expenditures are on timber and workers. In
1988, approximately 65 percent o f the total
sales value o f $75 million was expended on
these two categories. These amounted to $26
million on payroll and other labor-related
expenditures to the more than 1,200 workers
in the industry, and $23 million on timber
delivered to mills, not including income to
workers in logging which is included in the
$26 million expended on workers. Other
major expenditures in 1988 included $1.8
million on energy, primarily electricity, $1
million on businesses services and insurance,
and $500 thousand on property taxes, not
including taxes on timberland. These
expenditures totaled $52 million. The
remaining $26 million in sales covered other
expenses, debt service, capital expenditures,
and return on investment.
□

Charles E. Keegan
III is director of
forest products
industry research,
Bureau of Business
and Economic
Research,
University of
Montana,
Missoula. He is
also research
associate professor
of management in
UM ’
s School of
Business.
Daniel P.
Wichman is a
research assistant
in the Bureau. He
has an
undergraduate
degree in forestry
from UM and is
currently an MBA
student in UM ’
s
School of Business.

Other publications of interest on this topic:
“
The Forest Products Industry in Montana,”Charles E. Keegan, Paul
Moore, and Roger Bergmeier. Bureau of Business and Economic Research,
University of Montana, Missoula, Montana, January 1989.
“
Trends in the Wood and Paper Products Industry: Their Impact on the
Pacific Northwest Economy,”Charles E. Keegan and Paul E. Polzin. Journal of
Forestry, Vol. 85, No. 11, November 1987.
“
Montana’
s Forest Products Industry: Current Condition and Outlook,"
Montana Business Quarterly, Vol. 27, No. 1, Spring 1989, Charles E. Keegan.
“
Montana’
s Forest Products Industry Today,”Montana Business Quarterly,
Vol. 26, No. 4, Winter 1988, Charles E. Keegan.
“
Mill Residue Availability in Montana,”Charles E. Keegan and Tat Fong.
Montana Department of Natural Resources, Helena, Montana, 1988.
“
Montana Mill Residue Assessment and Simulation System - User’
s Guide,”
Tat Fong. Montana Department of Natural Resources, Helena, Montana,
1988.
“
Changes in Production Efficiency in Montana’
s Forest Products Industry,”
Charles E. Keegan and K. Jefferson Martin. Montana Business Quarterly, Vol.
25, No. 4, Winter 1988.
“
Mill Residue Availability in the Inland Empire,”Charles E. Keegan and
Timothy P. Jackson. Forest Products Journal, Vol. 35, No. 10, October 1985.
“
Montana’
s Forest Products Industry: A Descriptive Analysis, 1981,”Charles
E. Keegan, Timothy P. Jackson, and Maxine C. Johnson. Bureau of Business
and Economic Research, University of Montana, Missoula, Montana, 1983.
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Montana's Economy
Continues to Recover
M&fjAbA

M

ontana’
s
fragile
economic
reovery will continue for
the next several years,
according to Paul E.
Polzin, director o f the
Bureau of Business and
Economic Research. He
made that projection as
part o f the Economics
Montana forecasting
program, cosponsored by
the bureau and U S
WEST. To make its
forecast for Montana, the
bureau uses national and
state statistics compiled
from various sources.
“
The data show that
economic growth has
been sporadic and
irregular since early 1988,
but it was growth
nevertheless,”Polzin says.
“
This is good news for
Montana because there
were declines in five o f
the previous seven years.”
M ontana’
s economic
growth will be modest,
lagging behind the rest of

20

These forecasts are part
o f E conom ics Montana, a
program c o sp o n so r e d by
the University o f Montana
Bureau o f B usiness and
Econom ic R esearch and
U S WEST.

the nation. The state’
s
overall economic activity,
as measured by nonfarm
labor income, will rise
about 1.0 percent in
1990, Polzin projects,
while the U.S. economy
will grow about 2.3
percent.
Polzin attributes the
modest increases to
several causes. First, he
says, there has been a
dramatic expansion in
the metal mining
industry. Employment in
metal mining increased
by 700 workers—or more
than 40 percent—between
1987 and 1989, he says.
M ontana’
s health care
industry has expanded,
too. Polzin speculates that
this growth is occurring
because the nation’
s
population is aging and
requires more medical
services. Third-party
payment plans such as
health insurance and
Medicare also contribute
to the industry’
s growth,

he says.
Looking further into
the future, Polzin says
that M ontana’
s economy
will continue to lag
behind the nation in
terms o f economic
growth. From 1990 to
1992, Montana will grow
at an average o f 1.9
percent per year,
compared to 3.0 percent
for the nation, he says.
Personal income, one of
the major determinants
o f retail sales, will
increase about 0.8
percent in 1990 and
about 1.8 percent per
year from 1990 to 1992,
Polzin says, adding that
these growth rates will
also be less than the
national averages.
M ontana’
s job market
will also improve slightly.
Nonfarm wage and salary
jobs will increase about
3,200 per year between
1989 and 1992.
□
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Table 1
Economic Trends for the U.S. Economy
1986 -1992
Actual and Projected as of December 1989

Table 2
Employment, Montana, 1986 -1992
Actual and Projected as of December 1989
(In Thousands)

Aciuai

1986

1987

1988

1989

1990

1991

RealGNP
percent change

2.7

3.7

4.4

2.9

2.0

2.5

2.9

Inflation (CPI)
percent change

1.9

3.6

4.2

5.0

4.1

4.6

5.3

6.0
10.3

5.8
9.3

6.7
92

8.1
9.6

7.2
9.4

7.1
9.7

7.2
9.6

Housing starts.
millions

1.8

1.8

1.5

1.4

1.4

1.4

1.4

Unemployment rate.
percent

7.0

6.2

5.5

52

5.4

5.3

4.9

Interest rate, percent
90-day T>BilIs
Mortgage rate

1966

1992
Nonfarm wage & salary jobs
Mining
Construction
Manufacturing
W ood & paper products
Other manufacturing
Transportation & utilities
Railroads
Nonrailroads
Trade
W holesale trade
Retail trade
Finance, ins. A real estate
Services
Government
Federal (civilian)
State A local

- Projec:ted
1990 1991

1992

281.8 284.0 287.2
6.5
7.0
7.4
8.5
8.6
8.5
21.0 20.6
20.6
9.0
8.6
8.6
12.0
12.0
12.0
19.4
19.6
19.3
3.5
3.2
3.0
16.1
16.2
16.3
73.6
74.3
75.1
15.4
14.8
15.1
58.8
59.2
59.7
13.7
13.5
13.8
68.7 70.0
71.5
70.4
70.5
70.9
13.4
13.3
13.3
57.0 57.2
57.6

291.5
8.1
8.7
20.7
8.6
12.1
19.3
2.9
16.4
76.0
15.8
60.2
14.1
73.2
71.4
13.2
58.2

Actua 1-----1967
1968

275.6 275.9
5.7
5.8
8.6
10.2
21.2
21.0
9.1
9.2
12.1
11.8
20.4
19.6
3.7
3.4
16.7
16.2
72.6 72.7
15.4
14.8
57.2
57.9
13.1
13.3
62.1
65.0
70.2 70.0
12.7
13.2
57.5
56.8

279.0
6.2
8.5
20.8
8.7
12.1
19.4
3.4
16.0
73.0
14.7
58.3
13.4
66.9
70.8
13.5
57.3

1989

Source: Wharton Econom etric Forecasting Associates (December 1989).
Sources: Montana Department o f Labor and Industry, Research and Analysis Division; and
University o f Montana, Bureau o f Business and E con om ic Research, E conom ics Montana.

Table 3
Personal Income by Major Component, Montana, 1986 -1992
Actual and Projected as of December 1989
---------------------Mil lion s of Dolliars
Projected
Actual

Total personal incom e
Farm labor incom e
Nonfarm labor incom e
Agr. A forestry services
Mining
Metal mining
Coal mining
O il A gat extraction
Nonmetal mining
Construction
Manufacturing
W ood A paper products
Other manufacturing
Transportation & utilities
Railroads
Nonrailroads
Trade
W holesale trade
Retail trade
Finance, Ins. A real estate
Services
Health
Nonhealth
Government
Federal
State A local
Adjustments to labor income
Social security contributions
Residence adjustment
Nonlabor incom e
Dividends, interest A rent
Transfer payments

1986

1987

9,565
365
5,948
34
201
39
59
71
32
398
549
256
293
696
132
565
1,061
343
718
279
1,387
525
862
1,342
424
918
•435
-447
13
3,706
1,898
1,808

9,959 10,352
432
288
6,120 6,455
54
50
202
234
57
81
55
56
63
62
28
34
373
387
557
573
261
263
296
310
665
672
100
105
'573
559
1,085 1,146
350
356
735
790
296
321
1,494 1,602
625
585
909
977
1,398 1,466
456
500
941
966
-443
•490
-458
-505
14
15
3,850 4,100
2,091
1,946
1,903 2,009

1986

1989

1990

11,204 11,792
460
490
6,869
7,246
50
48
297
263
107
125
59,
63
60
69
40
38
418
403
648
629
287
286
343
361
736
708
104
107
601
632
1,314
1,236
396
430
884
840
362
340
1,820
1,711
701
661
1,050
1,118
1,530
1,603
512
528
1,017
1,075
-564
-524
-540
-580
16
16
4,649
4,368
2,244
2,385
2,264
2,124

1991
12,574
470
7,724
53
333
151
66
74
41
446
685
304
381
767
101
665
1,397
466
931
390
1,956
748
1,208
1,698
554
1,144
-603
-620
17
4,982
2,558
2,425

Actual
1992
13,487
479
8,299
56
388
174
83
86
45
478
730
322
409
816
105
711
1,492
505
987
421
2,113
801
1,312
1,805
580
1,225
-648
-666
18
5,356
2,759
2,597

1986

1987

Millions o f 1988 Dollars ----------Projected
1988

1989

10,433 10,348 10,352
397
449
288
6,475 6,359 6,455
54
37
52
234
210
219
60
81
42
65
57
56
63
77
65
34
35
29
433
387
387
597
579
573
263
279
271
310
307
319
691
672
758
143
100
110
573
615
581
1,146
1,155 1,128
373
363
356
782
764
790
304
307
321
1,602
1,510 1,552
571
607
625
977
939
945
1,461
1,453
1,466
462
474
500
999
978
966
•473
-461
•490
-487
-475
-505
14
15
15
4,034 4,000 4,100
2,066 2,023 2,091
1,968 1,978 2,009

10,694
468
6,557
47
251
102
56
57
36
385
600
273
327
676
102
574
1,180
378
802
325
1,633
631
1,002
1,460
489
971
-500
-515
15
4,170
2,142
2,028

1990

1991

10,775 10,960
421
410
6,622 6,733
44
46
290
271
115
132
57
57
63
65
36
36
382
388
597
592
263
265
330
332
672
668
95
88
578
580
1,217
1,201
393
406
808
812
331
340
1,663
1,705
641
652
1,022
1,053
1,465
1,480
483
483
982
997
-515
•525
-530
-540
15
15
4,248 4,343
2,179
2,229
2,069 2,114

1992
11,170
397
6,873
46
321
144
68
71
37
396
605
266
339
676
87
589
1,236
418
818
349
1,750
663
1,087
1,495
480
1,014
•536
-551
15
4,436
2,285
2,151

Sources: UJS. Department o f Commerce, Bureau o f Econom ic Analysis; and University o f Montana, Bureau o f Business and Econom ic Research, Econom ics Montana.
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POPULATION CHANGE

Montana's Shifting Population
Changes in Congressional Districts
By M ary L. Lenihan
F igure 1
Montana's C on gression al Districts as o f A ugust 6,1965

A

Figure 2
Montana's C ongressional Districts as o f M arch 3,1971
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Bureau’
s
/
%
1990 EcoJ L - J ^ n o m i c Out'
look Seminars, one par
ticipant made an in
teresting comment about
M ontana’
s population. A
banker, he began his
career in the state, left
for fifteen years, and
recently returned. He
noted that the state’
s
population had shifted
during that time: “
It
seems like someone
picked up the state at the
eastern edge, and the
population rolled from
the eastern part o f the
state into the western
part.”This is an apt
description of what has
happened during the last
twenty-five years.
M ontana’
s Congres
sional districts clearly il
lustrate this trend. The
federal government at
tempts to keep congres
sional representation
roughly equal, with each
U.S. representative
representing about the
same number of
residents. Because o f dif
ferences in population
growth, the districts are
periodically adjusted
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geographically so their
populations remain
roughly similar. As M on
tana’
s population growth
has shifted to the western
part o f the state, M on
tana’
s eastern district has
grown larger, geograph
ically, to include enough
residents to offset the
western district’
s popula
tion increase. Dividing
the state roughly in half
in terms o f population
means dividing it geo
graphically into thirds,
with the eastern district
encompassing about twothirds of the counties
and land area, and the
western district the other
third.
Typically, redistricting
occurs one year to several
years after the decennial
census, depending on
state laws and court
orders. Recent redistrict
ing for Montana occur
red in 1965, 1971, and
1983. Each time, with
relatively little fanfare,
we’
ve heard that the
state’
s Congressional
districts have remained
roughly equal in popula
tion. Without looking at
a map, it is easy to
overlook the geographic
population changes that
precipitated the
redistricting.
Figures 1, 2, and 3
clearly show the shift.
The boundary between
M ontana’
s eastern and
western Congressional
districts has shifted
steadily westward. Several
counties along the Front
Range of the Rockies are

Figure 3
M ontana's C on gression al Districts as o f M arch 4,1983

now in the eastern
district instead o f the
western: Toole, Liberty,
Pondera, Teton, and
Meagher.
Two trends contributed
to the shift. M ontana’
s
population growth rate
peaked in the 1970s, and
this growth occurred
statewide. But far more
western counties experi
enced high growth rates
than was true in the
eastern part o f the state.
Expansion in the wood
products industry and
other factors helped draw
more people to western
Montana. However, the
state’
s economic slow
down brought that
growth almost to a stand
still in the 1980s. In fact,
the state actually lost
population during some
years of the decade, as
residents left the state to
find jobs. The population
declines were more
prevalent in the eastern
part o f the state.
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Table 1 on page 24
shows the actual
population figures. The
table shows the state
divided according to pre
sent Congressional
districting (based on the
1980 Census). If the
districts had been aligned
in the 1960s as they are
today, the eastern district
would have had about
77.000 more residents
than the west. In the
1970s, the eastern district
would have been larger
by over 33,000 residents.
As o f the 1983 district
ing, the districts were
roughly equal, with
393.000 persons each.
Some population growth
continued in the western
district during the 1980s,
while the population re
mained stable in the
eastern district. As of
1988 population esti
mates, the western
district had 18,000 more
residents than the eastern
district.

The population shift,
M ontana’
s slow rate of
population growth
relative to the nation, and
M ontana’
s ranking
among the states have
caused some to suggest
that Montana may lose
one o f its Congressional
seats. The results of the
1990 Census will
determine whether this
happens.
D

Mary Lenihan is editor of
the Montana Business
Quarterly.
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Table 1
Montana County Population Change

1960-1988

(Organized by Current Congressional Districts)
1960

First Congressional District
Missoula
Flathead
Silver Bow and Deer Lodge
Lewis and Clark
Gallatin
Ravalli
Lake
Lincoln
Park
Glacier
Sanders
Beaverhead
Jefferson
Powell
Madison
Mineral
Broadwater
Granite
TOTAL
Second Congressional District
Yellowstone
Cascade
Hill
Custer
Fergus
Richland
Dawson
Big Horn
Roosevelt
Valley
Rosebud
Carbon
Blaine
Pondera
Teton
Chouteau
Stillwater
Toole
Sheridan
Phillips
Musselshell
Fallon
Sweet Grass
Daniels
McCone
Judith Basin
Powder River
Wheatland
Liberty
Meagher
Prairie
Carter
Garfield
Wibaux
Golden Valley
Treasure
Petroleum
TOTAL

1970

1980

1988

Population

Population

Population

Population

44,663

58,263

76,016

78,300

28,006
26,045
12,341
13,104
12,537
13,168
11,565
6,880
7,194
4,297
7,002
5,211
3,037
2,804
3,014
298,927

33,281
32,505
14,409
14,445
18,063
11,197
10,783
7,093
8,187
5,238
6,660
5,014
2,958
2,526
2,737
330,452

43,039
42,865
22,493
19,056
17,752
12,869
10,628
8,675
8,186
7,029
6,958
5,448
3,675
3,267
2,700
393,232

79,016
73,418
18,653
13,227
14,018
10,504
12,314
10,007
11,731
17,080
6,187
8,317
8,091
7,653
7,295
7,348
5,526
7,904
6,458
6,027
4,888
3,997
3,290
3,755
3,321
3,085
2,485
3,026
2,624
2,616
2,318
2,493
1,981
1,698
1,203
1,345
894
375,793

87,367
81,804
17,358
12,174
12,611
9,837
11,269
10,057
10,365
11,471
6,032
7,080
6,727
6,611
6,116
6,473
4,632
5,839
5,779
5,386
3,734
4,050
2,980
3,083
2,875
2,667
2,862
2,529
2,359
2,122
1,752
1,956
1,796
1,465
931
1,069
675
363,893

108,035
80,696
17,985
13,109
13,076
12,243
11,805
11,096
10,467
10,250
9,899
8,099
6,999
6,731
6,491
6,092
5,598
5,559
5,414
5,367
4,428
3,763
3,216
2,835
2,702
2,646
2,520
2,359
2,329
2,154
1,836
1,799
1,656
1,476
1,026
981
655
393,392

32,965
65,094

39,460
57,633

51,966
50,610

-------pe:rcent Change------1980197019601988
1970
1980

47,000
48,500
25,700
21,100
18,700
12,300
11,100
8,600
8,300
8,300
6,800
5,600
3,400
3,500
2,600
411,600

30.5%
19.7%
-11.5%
18.8%
24.8%
16.8%
10.2%
44.1%
-15.0%
-6.8%
3.1%
13.80/o
21.9%
-4.9%
-3.80/0
-2.6%
-9.9%
-9.20/0
10.50/q

30.5%
31.70/o
-12.2%
29.3%
31.9%
56.1%
31.90/o
-IJo/o
14.9%
-1.4%
22.30/o
0.0%
34.2%
4.50/o
8.7%
24.2%
29.30/o
-1.4%
19.0%

3.0%
12.8%
-14.6%
9.2%
13.1%
14.3%
10.7%
5.3%
-4.4%
4.4%
-0.9%
1.4%
18.1%
-2.3%
2.8%
-7.5%
7.1%
-3.7%
4.7%

116,400
78,200
17,600
12,700
12,100
11,800
10,100
10,900
11,100
8,400
12,200
8,300
7,000
6,700
6,100
5,800
6,300
5,100
5,200
5,400
4,300
3,300
3,200
2,600
2,500
2,500
2,200
2,200
2,300
2,000
1,600
1,600
1,600
1,300
1,100
900
600
393,200

10.6%
II. 40/0
-6.9%
-8.0%
-10.0%
-6.3%
-8.5%
0.5%
-11.6%
-32.8%
-2.5%
-14.9%
-1 6 .90/0
-13.60/0
-1 6 .20/0
-11.9%
-16.2%
-26.7%
-10.5%
-IO.60/0
-23.6%
1.3%
-9.4%
-17.9%
-13.4%
-13.5%
15.2%
-16.4%
-10.1%
-18.9%
-24.4%
-21.5%
-9.3%
-13.7%
-22.6%
-20.5%
-24.5%
-3.2%

23.7%
-1.4%
3.6%
7.70/o
3.70/o
24.5%
4.8%
10.3%
7.0%
-10.6%
64.1%
14.4%
4.0%
1.8%
6.1%
-5.9%
20.9%
-4.8%
-6.3%
-0.4%
18.6%
-7.1%
7.9%
-8.0%
-6.0%
-0.8%
-11.9%
-6.7%
-1.3%
1.5%
4.8%
-8.0%
-7.8%
0.8%
10.2%
-8.2%
-3.0%
8.1%

7.7%
-3.1%
-2.1%
-3.1%
-7.50/0
-3.6%
-14.4%
-1.8%
6.0%
-18.0%
23.2%
2.5%
0.0%
-0.5%
-6.0%
-4.8%
12.5%
-8.3%
-4.0%
0.6%
-2.9%
-12.3%
-0.5%
-8.3%
-7.5%
-5.5%
-12.7%
-6.7%
-1.2%
-7.1%
-12.9%
-11.1%
-3.4%
-11.9%
7.2%
-8.3%
-8.4%
0.0%

58,600
43,200

Note: All figures are from the U.S . Department of Commerce, Bureau of the Census.
Note that the population for Silver Bow and Deer Lodge counties have been combined.
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The Bureau o f Business and Economic Research is the research and
public service branch o f the University o f Montana’
s School o f Business
Administration.
The Bureau is regularly involved in a wide variety o f activities, including
economic analysis and forecasting, forest products industry research, and
survey research.
The Bureau’
s Economics Montana forecasting system is an effort to
provide public and private decision makers with reliable forecasts and
analysis. It is made possible by a generous grant from U.S. West. These
state and local area forecasts are the focus of the annual series of
Economic Outlook Seminars, cosponsored by the respective Chambers of
Commerce in Missoula, Billings, Great Falls, and Helena.
The Bureau also has available county data packages for all Montana
counties. These packages provide up-to-date economic and demographic
information developed by the Bureau and not available elsewhere.
The Montana Poll, a quarterly public opinion poll, questions Montanans
about their views on a variety o f economic and social issues. It is
cosponsored by the Great Falls Tribune. In addition, the Bureau conducts
contract survey research and offers a random digit dialing program for
survey organizations in need o f random telephone samples.
The Forest Industries Data Collection System, a census o f forest industry
firms conducted approximately every five years, provides a large amount of
information about raw materials sources and uses in Montana, Idaho, and
Wyoming. It is funded by the U.S. Forest Service. The Montana Forest
Industries Information System collects quarterly information on the
employment and earnings o f production workers in the Montana industry.
It is cosponsored by the Montana W ood Products Association.
The Bureau’
s Natural Resource Industry Research Program enables the
Bureau to continuously monitor Montana’
s natural resource industries and
improve the public’
s knowledge o f them and their roles in the state and
local economies. This program provides easily accessible information about
all the natural resource industries. Sponsors are the Burlington Northern
Foundation, the Montana W ood Products Association, the Montana
Petroleum Association, and Chevron USA.
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research capabilities.
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